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CERTIFIED MAIL
Dear Applicant

We have considered your application for recognition of exemption from "ederal income o
X under section S01(cX6) of the Intemal Revenue Code and have determined that you
"0 not qualify for tax exemption under that section. Our reasons for this conclusion and

the fucts on which it ix based are explained below,

Youincorporated in or the purpose of
- encouraging the growth of business and commerce in the City of S by
~providing information, assistance and networking to local businesses und 1o engage in

any other activity within the purposes for which corporations may be organized undergimpy -

- Youare a membership organization comprised of the followiny classes of members

o |ndiyidugl (non business with no voling rights) A

a
¢ Tude, '

* |lonomury (are exempt from payihg dues but will have no other rights)
o Munisipal S

o Commergi)

*  Qrganizations (trade and professional associations) '4




[ 5]

Page 2 of Form 1024 state$: “The Chamber compiles a vacation guidebook, which lists
all cvents, attractions, restaurants, and husinesses and is given out to our tourists. We pay
for this guidebook through the sale of advertising space. Any excess money is deposited
in our scholarship fund. The Chamber, in the last year, has established a scholarship

fund. This fund awards scholarship meney o graduating seniors, living in R, who
are going to further their education. The money is raised through fundraisers, which
include un art auction and will include & All proceeds from
fundraisers go directly into the scholarship fund.”

Your income is derived from the advertiscment, an ant auction and membership -':xes and
expended for operutions and scholarships,

Section 501(cX6) of the Internal Revenue Code provides for exemption of business
leagues, chambers of commerce, real estate boards, boards of trade, and professional "
football leagues, which are not organized for profit and no part of the net eamings of
which inures to the benefit of any private sharcholder or individual.

Section 1.501(c)X6)-1 of the Income Tax Reguiations states that a business league is an
association of persons having some common business interest, the purpose of which is to
promote such common interest and not to engage {n a regular business of a kind
ordinarily curried on for protit, lts activities should be directed to the improvement of
business conditions of one or more lines of business as distinguished (rom the
performance of particulur services for individual persons.

Revenue Ruling $6-65, published in Cumulative Bulletin, 1956-1, on page 194, held that
a local organization whose principal activity consisted of furnishing particular

information und speciohoed individual service to its individual members engnged in a
particulur industry through publications and other means to efect economics in the .
operation of their individual businesses was performing particular services for individual
persons. Such organization did not qulify for exemption under section $01(cX6), of the -,
Internal Revenue Code as a business league even though it performed functions, which
were of benefit to the panticular industry and the public gencrally.

A
Revenue Ruling $9-234, published in Cumulative Bulletin, 1959-2, on page 234, held
that a real estate board whose primary purpose or activities is the operation of 8 multiple
listing system is considered to be rendering particular services for its members and is not

exempt form Federal income tax as un organization described in section 501(cX6) of the
Internal Revenue Code




Revenue Rullng 64-318, published in Cumulat!vc Bulletin 1964-2 on pagc l47 hcld lhat. e
 an association of merchants in & particular shopping center whose advertising material = 7
contained the names of the individuals merchants was denied exemption because ft =, &
constituted the pcrfonnnncc ofa pnmculu scrvice to members.

Revenue Ruling 65-14, publishcd in Cumulative Bulletin 1965-1, on page 236, held that
un organization formed to promote the tourist industry In the an-a and whose pdnclpnl
activity is the publication of a yearbook consisting largely ot paid advertisement for its

members is not entitled to exemption from Fedeial Income tax under section $01(cX6) of
the Internal Revenue Code, :

Your letter dated UNEG——_—_—_——5tated: .., our Chambcr 8 purpose, and its prir. 1y
activity s to provide and promote a scholarship fund in our pame for the benefit of local\
students. Our Chamber’s other purpose is to promote and impmvc commaerce in our city "’
by donating funds for city improvements and beautification projects. The publication of

the GENEREEEREEEY (s thc means to lchicving these purposes, it is not a purpose of :
the Chamber in itself™,

The above statements are belied by the factual financial data. ] muy source of lho ; —
organization's income is derived from selling adventisement to your members' in lhc '
vacation guidebook, Advertising sales gcncmwd”md"cmt of your
for fiscal ycan,‘ - .aP, respectively, You expendeffpercen r..cm o
and §@¥percent of your tolal incomie in scholarships for the same fis.| years, Flence, we
hold that your primary activity is the promotion of your members busluesses through your ‘
uuidcbook which is the promotion of a pcniculu rvice 1o mcmbcm FoE

Your (inancial data does not reflect expcndxtum for ity lmptovcmcnu or bcaulmcatxon

mqwu

The recipients of your scholarship program are chlldrcn of thc mcmbcn nnd the . .o
Chamber's SNEENSNESNNE. Thus, your scholarship program is a particular service to
members becauss it helps to relieve the members of their ﬁmmclal rcsponslbulity

Based upon the facts wuhm the case and Lie hw cited above, we hold that your primary .
purpose is providing particular services (o your mcmbcn. 5

Therefore, we have concluded that you do not qualify for exemption from Federal
income Lax as an organization described in section $01(cX6) of the Code. In accordance
with this duiermination, you are required to file Federal income tax returns on Form 1120




appeal as explnincd in the enclos{;d Publication

Fent Eams -w." A

law, and any other information to support your position” If you ‘want a hearing, please
Tequest it when you file your appeal and you wxll bc conmcwd lo arrange a date,” The
hearing may be held at the regional omcc, or x yo_g x;equut. any mutually convcmcmv
district ofMice, If someone who is not'one of your principal officers will represent you
,thax person will need to filc a power ofmomcy o: tax wthprimwn_wnh us. s ‘2‘

;o a0

HrReallp,

50me ( our ﬁm.l dc&crmlmt!on ‘on this




